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DOH/PPA/…CON#1212-061                                                                  Baptist Memorial Rehabilitation Hospital 
                                                                                            Construction, Renovation, Expansion, and 
                                                                                         Replacement of Health Care Institutions 

CERTIFICATE OF NEED 
REVIEWED BY THE DEPARTMENT OF HEALTH 
Division of Policy, Planning and Assessment  

615-741-1954 
 
DATE: February 28, 2013 
  
APPLICANT: Baptist Memorial Rehabilitation Hospital 
 1238 and 1280 South Germantown Parkway 
 Germantown, Tennessee 38138 
  
CON# 1212-061 
  
CONTACT PERSON: Arthur Maples 

Director of Strategic Analysis 
50 Humphreys Boulevard 
Memphis, Tennessee 38120 

  
COST: $33,167,900 
In accordance with Section 68-11-1608(a) of the Tennessee Health Services and Planning Act of 2002, 
the Tennessee Department of Health, Division of Health Statistics, reviewed this certificate of need 
application for financial impact, TennCare participation, compliance with Tennessee’s Health:  Guidelines 
for Growth, 2000 Edition, and verified certain data.  Additional clarification or comment relative to the 
application is provided, as applicable, under the heading “Note to Agency Members.” 
 
SUMMARY: 
The applicant, Baptist Memorial Rehabilitation Hospital, G.P., located in Germantown (Shelby County), 
Tennessee, seeks Certificate of Need (CON) approval to establish a rehabilitation hospital consisting of 49 
beds that will be located in approximately 59,400 square feet of space at 1238 and 1280 South 
Germantown Parkway in Germantown, located approximately 2.5 miles from the present location.  
Simultaneous with the implementation of the new hospital, the applicant will   de-license the 49 bed (all 
private rooms) rehabilitation unit located at 2100 Exeter Road in Germantown, which is approximately 2.5 
miles from the new hospital site.  The project does not involve any addition of beds or any other service 
for which a CON would be required. 
 
The hospital will be designed to accommodate specialized programs for stroke and neurological disorders.  
The project involves approximately 59,400 square feet with a construction cost of $15,400,000.  The cost 
per square foot is estimated to be $259.66 per square foot.  The applicant compared costs with approved 
CONs from years 2009 through 2011 in Figure B.II.a on page 9 of the application. 
 
The new hospital will be owned and operated by the partnership formed by an affiliate of Baptist 
Memorial Health Care and an affiliate of Centerre Healthcare.  Baptist Memorial has a 55% ownership 
interest and Centerre Healthcare completes the additional 45% interest.  A Board of Directors comprised 
of both parties will govern the operations of the new hospital.  A third party developer or Real Estate 
Investment Trust (REIT) will purchase/develop the land and building and lease it back to the joint 
venture.  At the request of HSDA, the applicant provides charts of the organizational structure of the joint 
venture and the relationship between Centerre Healthcare in Supplemental 1, pages 3 and 4. 
 
The total estimated project cost is $33,167,900 and will be financed through cash reserves. The land and 
building will be leased back to the joint venture by the aforementioned.  The applicant provides 
documentation in Economic Feasibility 2 (E) and Economic Feasibility 2 (F) of the application. 
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GENERAL CRITERIA FOR CERTIFICATE OF NEED 

 
The applicant responded to all of the general criteria for Certificate of Need as set forth in the document 
Tennessee’s Health: Guidelines for Growth, 2000 Edition. 
 
NEED: 
 
The applicant’s service area is Fayette, Shelby and Tipton counties, with Shelby County representing 70% of the 
service area’s population. 
 

Service Area Total Population Projections for 2013 and 2017 
County 2013 Population 2017 Population % Increase/ 

(Decrease) 
Fayette 39,818 41,841 5.1% 
Shelby 956,126 983,298 2.8% 
Tipton 63,857 67,365 5.5% 

Totals 1,059,801 1,092,504 3.1% 
                       Source: Tennessee Population Projections 2000-2020, February 2008 Revision, Tennessee 
                                   Department of Health, Division of Health Statistics 
 

Service Area Age 65 and Older Population Projections for 2013 and 2017 
County 2013 Population 2017 Population % Increase/ 

(Decrease) 
Fayette 5,960 7,093 19.0% 
Shelby 103,296 118,044 14.3% 
Tipton 7,541 8,748 16.0% 

Totals 116,797 133,885 14.6% 
                       Source: Tennessee Population Projections 2000-2020, February 2008 Revision, Tennessee 
                                   Department of Health, Division of Health Statistics 
 
This application replaces a 49 bed inpatient rehabilitation unit at Baptist Memorial with a new 49 bed 
inpatient rehabilitation facility that is ADA compliant, has private rooms, and has state-of-the-art 
equipment and facilities.  The new facility will allow for more effective capacity (all private rooms), 
establish a “Center of Excellence” for the Memphis area, and better serve the community by creating 
specialized programming for stroke, neurological disorders, and brain injury patients. 
 
The increased capacity and specialized programming (allowing for gender issues, disease control, etc. by 
having private rooms) will strengthen the post-acute continuum and maintain highly acute patient 
populations.  This project, by enhancing the ability to care for medically complex patients, reduces the 
likelihood of readmissions and reduces the overall cost of care. 
 
In addition to the change from semi-private to all private rooms, the new facility is needed to better align 
patient services with patient needs and expectations and to support utilization of the entire 49 bed 
compliment of the inpatient rehabilitation facility (IRF).  The entire hospital is designed to meet the needs 
of persons with a disabling condition by having all ADA compliant rooms. 
 
The activities of daily living (ADL) space and private rooms allow family members the ability to practice 
safe techniques such as bathing, transferring from bed to chair, etc. prior to taking the patient home. 
This reinforces family learning and helps with a successful discharge to home. The planned IRF also has a 
mobility courtyard which simulates curbs, rough and smooth terrain and various depths of steps.  Practice 
on these skills allows the patient to be mobile in the community. A large therapeutic gym space allows 
patients to receive their therapeutic exercises and training in an environment where they are able to see 
other patients with disabilities making progress which helps support progress toward their treatment 
goals.  In general, private treatment rooms allow for a more flexible environment and the large common 
areas will allow for improved socialization skills. 
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A specialized Stroke/Neurological Unit (24-26 beds) will be established to meet the needs of the 
approximately 3,000 MDC 1 (Diseases and Disorders of the Nervous System) patients being discharged 
by Baptist Memorial and other hospitals into a safe and secure environment.  This is a specialized, self-
contained unit that includes dedicated therapy and treatment space. By following the Medicare (CMS) 
60% Rule and CMS’s 13 criteria (see Exhibit C: Need.6); CMS has specifically encouraged providers to 
assume responsibility for these types of patients. 
 
The applicant expects to achieve Commission on Accreditation of Rehabilitation Facilities (CARF) 
accreditation for stroke and brain injuries.  CARF is an independent, non-profit organization that focuses 
on advancing the quality of services and evaluating healthcare providers’ commitment to continually 
improving services and serving the community.  The applicant believes that achieving CARF accreditation 
for these specialties is part of their mission to enhance the specialized programs that Baptist provides the 
Memphis and Shelby County community and establish a “Center of Excellence” that is not currently 
available to the community. 
 
Currently there are five hospitals in Shelby County with certified inpatient rehabilitation beds, including 
Baptist Memorial-Germantown.  These five hospitals have a total of 218 beds.  This project does not add 
beds and will serve the same service area. Therefore, this project will not impact other facilities in the 
service area. 
 
TENNCARE/MEDICARE ACCESS: 
The applicant participates in both the Medicare and TennCare programs, and has contracts with 
BlueCross/BlueShield BlueCare, TennCare Select, and AmeriChoice. 
 

TennCare Enrollees in the Proposed Service Area 
County 2013 

Population 
TennCare 
Enrollees 

% of Total 
Population 

Fayette 39,818 5,631 14.1% 
Shelby 956,126 230,053 24.1% 
Tipton 63,857 11,473 18.0% 

Total 1,059,801 247,157 23.3% 
Source: Tennessee Population Projections 2000-2020, February 2008 Revision Tennessee Department of Health,       

Division of Health Statistics and Tennessee TennCare Management Information System, Recipient  
Enrollment, Bureau of TennCare 

 
The applicant estimates the first year Medicare revenue to be $18,864,414 or 60% of total gross 
revenues. TennCare/Medicaid revenues are estimated to be $1,257,628 or 4% of total gross revenues. 
 
ECONOMIC FACTORS/FINANCIAL FEASIBILITY: 
 
In the Project Costs Chart, the total project cost is $33,167,900, which includes $49,500 for legal, 
administrative, and consultant fees; $484,217 for a contingency fund; $2,303,000 for fixed equipment; 
$30,286,183 for the facility (lease costs over the initial term of lease); and $45,000 for CON filing fees. 
 
In the Historical Data Chart located in Supplemental 1, the applicant reports 626/8,819, 1,043/12,693, 
and 803/10,290 discharge days for 2009, 2010, and 2011 with gross operating revenues of $32,106,607, 
$28,705,430, and $28,615,018 each year, respectively.  Contractual adjustments, provisions for charity 
care and bad debt reduced net operating revenues to $9,317,089, $13,113,525, and $14,690,305 each 
year.  The applicant reported management fees paid to affiliates of $1,248,050, $1,360,921, and 
$1,443,235 each year.  The applicant reported a net operating income/ (loss) of ($4,687,595) $384,132 
and $2,156,595 each year, respectively. 
 
In the Projected Data Chart located in Supplemental 1, the applicant projects 785/11,095 and 
1,061/15,006 inpatient discharges/inpatient days in years one and two with gross operating revenues of 
$31,507,256,and $43,467,170 each year, respectively.  Contractual adjustments, provisions for charity 
care and bad debt reduced net operating revenues to $13,217,021 and $18,491,892 each year.  The 
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applicant projects management fees paid to affiliates of $490,000 and to non-affiliates of $75,000 in year 
one and $76,500 and $935,980 in year two.  The applicant projects a net operating income/ (loss) of 
($375,997) in year one and $2,505,305 in year two. 
 
The applicant projects a year one gross charge of $31,374,124 and 11,095 patient days, with a daily 
gross charge of $2,828, with a net charge of $1,179 per day.  In year two, the applicant projects a year 
one gross charge of $43,373,988 and 15,006 patient days, with a daily gross charge of $2,890, with a net 
charge of $1,226 per day. The applicant compares its projected charges with those of other inpatient 
rehabilitation facilities in Supplemental 1, page 47. 
 
The applicant considered renovation or additions to the current facility but decided the most feasible 
course of action was the relocation of existing IRF beds that will remain in the community, with services 
area matched to the needs of the area.  The partnership formed by Baptist Memorial Health Care and 
Centerre Healthcare will offer inpatient rehabilitation services in a new state-of-the-art 49 bed 
freestanding facility with all private rooms. 
 
CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTHCARE: 
 
The new facility will continue the relationships throughout the Baptist healthcare system and with other 
providers in the community.  Baptist Rehabilitation–Germantown has transfer agreements within the 
Baptist healthcare system and with Methodist Germantown Hospital. 
 
The applicant believes the proposed new hospital will positively affect the health care system.  The new 
private rooms will accommodate more patients effectively and efficiently without adding additional beds. 
 
A specialized Stroke/Neurological Unit (24-26 beds) will be established to meet the needs of the 
approximately 3,000 MDC 1 (diseases and disorders of the nervous system) patients being discharged by 
Baptist Memorial and other hospitals into a safe and secure environment.  This is a specialized, self-
contained unit that includes dedicated therapy and treatment spaces. 
 
The applicant provides the year one and two staffing pattern for the proposed hospital on page 43 of the 
application. 
 
Baptist Memorial Health Care Corporation is a strong supporter of educational opportunities throughout 
the region.  Baptist Memorial College of Health Sciences was chartered in 1994 as a specialized college 
offering baccalaureate degrees in nursing and allied health sciences as well as providing continuing 
educational opportunities for healthcare professionals. 
 
The applicant is licensed by the Tennessee Department of Health, Board for Licensing Healthcare 
Facilities and accredited by Joint Commission, and will seek CARF accreditation.  The most recent 
licensure survey occurred on 8/24/04 and no deficiencies were cited. 
 

SPECIFIC CRITERIA FOR CERTIFICATE OF NEED 
 
The applicant responded to all relevant specific criteria for Certificate of Need as set forth in the 
document Tennessee’s Health: Guidelines for Growth, 2000 Edition. 
 

CONSTRUCTION, RENOVATION, EXPANSION, AND REPLACEMENT 
OF 

HEALTH CARE INSTITUTIONS 
 
1. Any project that includes the addition of beds, services, or medical equipment will be reviewed 

under the standards for those specific activities. 
 
 Not applicable. 
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2. For relocation or replacement of an existing licensed health care institution: 
 
 a. The applicant should provide plans which include costs for both renovation and relocation, 

demonstrating the strengths and weaknesses of each alternative. 
 
 b. The applicant should demonstrate that there is an acceptable existing or projected future 

demand for the proposed project. 
 
  Not applicable. 
 
3. For renovation or expansions of an existing licensed health care institution: 
 
 a. The applicant should demonstrate that there is an acceptable existing demand for the 

proposed project. 
 
 b. The applicant should demonstrate that the existing physical plant’s condition warrants major 

renovation or expansion. 
 
 Not applicable. 
 
This application represents simply a relocation of existing inpatient rehabilitation services.  The proposed 
site is only 2.5 miles from the current location in Germantown.   The IRF will be no less conveniently 
accessible to the population of the service area than the existing inpatient rehabilitation facility. 
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